Introduction
C hina is currently experiencing a period of overproduction in real estate, which especially affects medium-sized cities, otherwise known as third and fourth-tier cities, (1) the population of which is between half a million and two million. (2) Since autumn 2014, the central government has been encouraging property purchases, and various restrictions put in place from 2010 onward have been gradually lifted. (3) Although these measures were put in place as a result of (unacceptably) high housing prices, mainly in big cities between 2008 and 2010, the current incentives are aimed at avoiding a price drop in real estate, which would be even worse.
State monetary policy and regulations within the real estate market refer more generally to the financial mechanisms at the heart of the urban growth strategy in China. For many scholars, land has been a financial tool that has driven the country's urbanisation and economic growth since the end of the 1990s. (4) At the centre of a decentralised system that allows local governments (5) to plan urban development by transforming rural land into urban land, revenues linked to land-use rights commodification have been the basis for the Chinese "land-driven growth model," brought about by entrepreneurial local governments. (6) Contrary to this, other scholars have shown that the decentralised system for urban development in China has gone hand-in-hand with the huge cost of urbanisation borne by local authorities. (7) According to national budgetary laws, local governments may not get directly into debt, and have been encouraged to finance their infrastructures indirectly via local financial platforms, (8) especially since the economic stimulus plan from 2008 to 2009. The result was an explosion in local debt, which pushed the state to intervene from 2015 onward and restructure the debts by allowing urban governments to issue bonds in order to finance their infrastructure.
These two areas of literature provide us with information on the financial mechanisms that form the basis of Chinese urban development. However, the sale of land-use rights is only a part of the accumulation of capital in cities and of the creation of urban value. A "virtuous" urban capital accumulation in China has only been possible due to the production and sale of residential and commercial properties through the real estate industry.
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1. This urban hierarchy is both demographic and economic (Jones Lang Lasalle, China 60, from fast growth to smart growth, Cities Research Center, Jones Lang Lasalle, 2015, http://www.jll.com/ china60/en-gb). Big cities such as Beijing, Shanghai, Shenzhen, and Chongqing are considered first-tier cities, whereas provincial capital cities belong to the second and third tier. Fourth-tier cities are those that act as administrative centres for counties or districts. See also footnote 5. 3. It's worth also mentioning the increase in capital stock and interest rates for mortgage loans (from 20% to 30% and from 4.42% to 7.43% respectively from the end of 2009 to the beginning of 2012), as well as measures put in place to prohibit the acquisition of bank loans in order to buy a third flat, and in certain cases to prohibit non-residents buying housing, in more than 47 cities in China.
4. Georges C. S. Lin, "China's landed urbanization: Neoliberalizing politics, land commodification, and municipal finance in the growth of metropolises," Environment and Planning A, Vol. 46, No. 8, 2014, pp. 1814-1835; Fulong Wu, op. cit.; Fulong Wu, Planning for Growth: Urban and Regional Planning in China, Routledge, New York and London, 2015.
5. In China, the term local urban government, and consequently the notion of a city, refers to an administrative hierarchy divided into four categories by the central government. In 2010, China was made up of more than 27,000 municipal governments. In the first administration category, four cities held the status of provincial city or municipality (Beijing, Shanghai, Tianjin, and Chongqing). In the second category, there were 283 prefectural cities, and the third category was made up of 370 county-wide towns and 853 district-wide towns. The final category was made up of 26,333 smaller towns under the jurisdiction of county-wide towns (Christine P. Wong, "Paying for urbanization in China: Challenges of municipal finance in the 21st century," in Roy W. Bahl, Johannes F. Linn, and Deborah L. Wetzel, Financing Metropolitan Governments in Developing Countries, Lincoln Institute of Land Policy, 2013, pp. 273-308). However, municipal territories, independently of their administrative category, are made up of a central city and the land around it, both suburban and rural (villages and farmland), which makes it difficult to really distinguish between urban and rural land. Demographically speaking, even though the distinction between urban and rural populations is based on hukou (the household registration system), calculating the urban population remains problematic (see Yves Boquet, "Le taux d'urbanisation de la Chine" [The rate of urbanisation in China], Espace, Populations, Sociétés, Vol. 3, 2009, pp. 355-357). Throughout the rest of this article, the term municipal or urban government is used to refer to local government, which is independent of the administrative hierarchy.
However, until now, the ways in which local property markets work in relation to demand and, very importantly, their financing, have not been welldocumented within the field of urban geography, or more widely in urban studies. (9) In bringing together three fields of literature, this article develops, in its first part, an interpretive and theoretical framework for the financing of urban development in China and subsequently suggests a continuum of the interrelations between land, urban infrastructure, property development, and the financial system. This framework is illustrated in the second part by a case study carried out in the city of Qujing in Yunnan Province. Qujing is representative of the land-based urban growth model of several hundred medium-sized Chinese cities, which are today affected by overproduction in the property market.
Land-based financing for urban development in China
This section develops an interpretative and theoretical framework for land-based financing of the urban growth model (see Figure 1) . In order to understand that the accumulation of capital in a Chinese city is based on the continued increase in land and property prices, one must look in detail at the role of the financial system in the links between land and the production of urban infrastructures and property. The proposed hypothesis for the accumulation of capital in a Chinese city is very simple: it works on the assumption -within the setting of an institutional and economic system that will be laid out in this section -that the first stage of urban development is based on debt. This serves to finance infrastructure, most notably basic infrastructure (water, electricity, roads, etc.), which is fundamental to the value of land that is then conceded to property development companies to build the city at a second stage. In this way, the sale of land-use rights brings essential fiscal revenue to local governments, which is the basis for the model of urban development in China. However, the continued accumulation of capital in the city is predicated on property developers managing to sell their buildings to individuals (residential) and businesses (commercial). (10) It also assumes that the property developers have been able to finance the property development projects. The role of the financial system is consequently very important. All of this seems to be obvious. However, it is necessary to bring together three different fields of literature in order to obtain a global view of the financial channels at play in the urban development model in China. Although the first two fields rely on land as a source of both revenue and debt, the third field brings into play the way property markets work, without, however, taking into account the financing channels for real estate development projects.
Land as revenue for real estate projects
For the vast majority of authors on urban geography, the growth of Chinese cities since the end of the 90s is based on land. The urban development model in China falls within the framework of the decentralisation of powers in terms of land management, urban planning, and taxation based principally on land revenue. Firstly, following the various land and property reforms carried out since the end of the 1990s, (11) 10. Fulong Wu, "Commodification and housing market cycles in Chinese cities," op. cit.
11. The different reforms refer to the 1988 amendment of the Constitution, which permits the transfer of land-use rights, to the Land Law of 1998, which stipulates that the sale of land-use rights is under the jurisdiction of local governments, and to the 1998 Property Law, which is based on the transformation of the public residence allocation system to a system of marketisation.
S p e ci a l feat ure Land as financial leverage has been the driving force behind the accumulation of capital and decentralised urban development in China. Since the mid-90s, municipal governments have in fact been playing an accumulated strategic role in terms of economic growth through urban development. Some scholars have therefore discussed the role of local governments as developers, (16) or local governments as entrepreneurs, (17) which reflects economic coalitions between local governments and the property development industry. In order to meet national demands for an increase in GDP and investment in fixed assets, which are the essential criteria for evaluation and promotion of local governors, (18) local governments have planned and created their cities in accordance with objectives for economic growth. (19) The urban economic model based on land relies on the continued increase in land and property prices brought about by two main mechanisms. The first refers to a land strategy based on the attraction of domestic and foreign investments brought about by a driving force that assumes firstly the sale of industrial land at a good price, or for free, in order to then sell plots that, in the meantime, will have increased in value following industrial development for residential and commercial property development projects. (20) However, starting in the mid-2000s, "zone fever" (21) surrounding land undergoing economic development was short-circuited. Urban development was increasingly relying on development megaprojects, vast new urban neighbourhoods, or entire new towns. (22) The second mechanism used as part of the land-based development strategy is linked to "land grabbing," (23) meaning the facilitated integration of rural areas close to urban areas in order to increase land reserves and benefit from the differential land values, to the detriment of village collectives. To sum up, the land-based urban growth model has created intercity competition to attract investors on the one hand, (24) and an extensive urbanisation process that is swallowing up farmland on the other hand. (25) Land as a form of debt to build urban infrastructures A certain number of scholars have highlighted the costs of urban development in China and the structural imbalances in the fiscal system that was introduced in 1994. (26) Local governments must take responsibility for more than 80% of the spending on urban and social infrastructure (transport network construction, water and electricity supplies, and the provision of hospitals and schools) using less than 50% of their budgetary revenue and without using central government funds. (27) Since the extra-budgetary revenue from the sale of land-use rights is not enough, land was also used as collateral to raise funds. According to national budgetary laws, they cannot go into debt directly, so urban administrations have used "local financing platforms" (LFPs), either investment companies (touzi gongsi) or local businesses (construction businesses or urban infrastructure service providers: chengtou gongsi), which have used the land granted to them by the local authorities as collateral to obtain bank loans. (28) This indirect state debt system established at the beginning of the 90s, which brought about a huge financial crisis at the end of that decade, was gradually reactivated in the second half of the 2000s, and particularly since the massive economic stimulus plan of [2008] [2009] . Because urban infrastructure is the principal leverage for investments (72% of the four trillion RMB total injected into the economy), (29) local governments used LFPs more and more. They obtained bank loans and, increasingly, capital from finance companies and investment funds, or issued corporate bonds via the interbank lending market. Within a few years, the debt-based urban development system snowballed, and local debt, which was at 5.57 trillion RMB in 2008, more than doubled, (30) forcing the central government to intervene. Since 2015, a section of the local debt has been restructured and local governments have been able to sell bonds more directly. Recovering local debt is fundamentally linked to selling land, since the revenue that comes from exploiting infrastructure represents only a small proportion of local government resources. (31) Consequently, we can understand the importance of the increase in land prices.
To sum up, the two fields of literature focused on land highlight the financial mechanisms within the framework of a Chinese urban political economy. On the one hand, land is a strong leverage resource for urbanisation, since it provides large fiscal revenues for local governments. But on the other hand, urbanisation comes at a significant cost and goes hand-inhand with investments in urban infrastructure, which necessarily increase local debt levels. If one simultaneously sees land as both a form of debt and a form of revenue, then accumulation of capital can only be understood if one thinks about what happens after the land is sold. Property markets are indeed involved in the accumulation of capital and urban growth created by the land market in China. (32) The role of the property development industry
One widespread type of literature that discusses property markets has focused on the relationship between the increase in land and property prices and property demand according to an individual's revenue, savings rate, or the effects of monetary policies on real estate businesses. (33) It focuses on the reality and importance of the Chinese housing bubble. (34) However, these discussions have neglected the context of the political economy, in which changes in price and in the dynamics of property markets take place. (35) A certain number of scholars have illustrated the role played by the property development sector in Chinese economic growth since the (neo)liberal reforms at the end of the 90s, showing the transformation of a public system into a system of marketisation in terms of housing allocations. (36) Encouraging property ownership may have stimulated the property development industry, but it wasn't until 2003-2004 that companies originally belonging to the state were generally able to adapt to the demand and make a profit. State-owned companies therefore transformed from housing producers and distributors into property developers and even property speculators. (37) State-owned companies also took advantage of the 2008-2009 economic stimulus plan, since the banks provided them with capital. This cash injection also had an effect on the land prices in big cities, since these companies spent vast sums to acquire land. (38) In addition, landuse values linked to property ownership and the property development market were also stimulated by investment demands. (39) The increase in property prices linked to urban development has contributed to the fact that real estate has become the ultimate form of investment and return for urban households. Real estate is the "rational" alternative when comparing it to bank accounts with a low return, because interest rates are kept below the rate of inflation, or investments in financial markets that are not yet well developed. (40) Multi-property ownership and property speculation, which can be rewarding in the long term, particularly as a way of compensating for the lack of social security (pensions), became essential factors in price increases in the property market of Chinese cities during the 2000s. (41) However, in the same way that urban geography literature is based on the links between land and capital only in terms of public finances, very little work has been done on the role of the financial system for the real estate sector in China. (42) On a national scale, the banking system is still of utmost importance, but is not enough, particularly for small and medium-sized businesses. (43) Other non-banking sectors that fall into the category of "shadow-banking," such as secure loan companies (e.g. pawnbrokers) and other microloan businesses, play a role in financing the Chinese economy. (44) The case of the City of Qujing: The role of capital in urban development
This section illustrates the interdependencies between urban infrastructure, property development projects, and finance channels in the case of the urban development of a medium-sized Chinese city, Qujing, Yunnan Province. The study specifically concerns the inner, central perimeter (Qujing Qilin shi zhongxin 曲靖麒麟市中心) of the urban district (Qujing Qilin qu 曲靖麒麟区) of Qujing Prefecture (Qujing shi 曲靖市). The City of Qujing's masterplan as the driving force behind urban development In order to put the urban extension and the urban development outlined in the masterplan into action, the City of Qujing relied on a small number of local property companies, and in particular on its state-owned businesses. Although the new motorway linking Kunming to Guizhou Province and the new Kunming-Shanghai high-speed train line were financed through intergovernmental funds, the other substantial infrastructure and property investments were financed via various mechanisms of negotiation and public/private partnership contracts between the local government, property development companies, both private and state-owned, (46) and the local banks. The development of the four new urban zones and the creation of the centre of each of these were completed in stages.
The creation of new urban centres and the property development projects that triggered this
The construction of new multifunctional urban centres from 2010, which combined both residential and commercial functions (see Map 1), must be considered as part of the framework of the very first property development projects and original investments. These investments triggered the first stage of urban value creation in the new urban zones.
The two municipal property development companies, Dongsheng and Qilin, and the two investment companies (touzi gongsi 投资公司) specifically created in 2009 by the City of Qujing, were the driving force behind the development of the northern and southern zones. As part of the development model, these companies were granted land. This land was used as collateral to raise funds, the reimbursement of which is based, for the investment companies, on revenue linked to the sale of land-use rights, which (in theory) increase in value as urban development continues. For the property development companies, this is based on the sale of development projects.
The state-owned property development company Dongsheng was the original operator behind the development of the new northern urban zone. Dongsheng was granted 100m of land on either side of eight kilometres of road that it had built in 2003. This road therefore quickly became the central link for urban development between Qujing's city centre and the satellite town of Zhanyi to the north. Since then, Dongsheng has built seven residential areas on old farmland, and more recently three mixed-purpose areas that are both residential and commercial (see Table 1 ). As the northern urban zone developed, Dongsheng took advantage of the increase in land prices by selling off different parcels to local and external developers. In 2013, the first multifunctional project (Wenzhou Guoji), in the northern zone, was built by a private property development company (Xian Zhong Cheng) from Wenzhou (Zhejiang Province). It combined housing, a shopping centre (for wholesale trade), and leisure activities (a hotel, restaurants, and cinema), and was backed by the Qujing and Zhanyi local governments. The project progressed quickly, as 70% of 1,100 apartments and 90% of the commercial properties were sold in the first year. Because it also managed five similar shopping centres in other provinces (Anhui, Henan, and Zhejiang), the developer was able to convince a large majority of its commercial partners of the market potential of Qujing. It's thanks to large state investments that the project became the central commercial area in the northern zone. Firstly, it's located close to the motorway that links Kunming to the neighbouring province of Guangxi, and which was completed in 2007. Secondly, it benefited from the development of residential property throughout the northern zone, which was stimulated because of having a central area of public interest. Eight vocational schools, bringing together more than 60,000 students, a new administration centre for municipal and regional services, as well as cultural facilities, a sports centre with a stadium (20,000 seats), and four museums were built between 2008 and 2014. The first investment company to be created by the City of Qujing was behind the majority of the financing. The company raised funds by selling bonds (known as municipal corporate bonds) on the interbank lending market and also received loans from national trust companies. In the last few years, the City of Qujing has used three companies, one in Yunnan (Yunnan Xintou Gongsi), which has its headquarters in Kunming, and two others located in Beijing.
The state-owned property development company Qilin and the second investment company were the operators responsible for the creation of the new urban zone to the South. Qilin started by building two residential zones on a large area of farmland (100ha) located at the edge of the city, which was granted by the Qujing local government. Then, from 2010, the masterplan moved towards constructing an urban centre (Qilin Jiacheng) composed of a commercial and leisure centre (cinema, karaoke, and restaurants), office blocks, hotels, and another two residential zones around a huge central public space (133,333m 2 ). The presence of Wal-46. The distinction between private and government businesses in China is blurred. The two municipal property developers and the two investment companies mentioned are officially privately owned, even though they were established by the City of Qujing. The other four main property developers in Qujing are officially privately owned, but two of them belong to corporate groups that are closely linked to the state (see Table 1 ).
Mart, as well as other commercial chains on a national scale such as KFC, GOME (electronics), and IMAX, attracted other operators. By the summer of 2014, Qilin had sold 90% of its 1,800 apartments and four hotels to specialist chains. Large parallel state investments made possible the ongoing relative success of this construction project, which has become the central area of the southern part of the city. These investments have been directed by the investment company created by the City of Qujing for the southern zone. Its main aim was to ensure financing for site preparation for a large part of the whole southern zone (water, roads, electricity). These investments were essential, at a secondary stage, in creating value and selling the land-use rights for various development projects. The southern part of the city, which has been built around a southerly motorway link, was built within a few years and contains 58 residential areas and 32 state-owned buildings (local government services as well as services relating to the prefecture of Qujing and Yunnan Province; courthouses). The methods for developing the western and eastern zones were different, since for these the City of Qujing did not rely directly on its four stateowned companies. The original investments for the western urban zone were made in 2002, in parallel with the construction of two universities (a teachers' college and a school of medicine) on farmland located 8km from the city centre. The structure of this new urban area was based on the creation of a new area for economic development (guojia jingji kaifa qu 国家 经济开发区), which is still expanding, based around the two original chemical plants. Meanwhile, around ten residential areas were built on farmland increasingly distant from the city centre. The urban development project currently underway, which is being led by a major national, or even international, developer, Wanda, is considered to be the development project that will give the western zone a centre of its own. Wanda will build "Wanda Plaza," the one billion RMB investment that will combine a shopping and leisure centre (cinema and restaurants) with hotel and offices as well as residential properties.
In terms of the first stages of development for the eastern zone, which is the last to have been integrated into the town planning, the Qujing government joined in partnership with the property developer Feilong. Feilong, which is part of a corporate group of the same name (electronics and industrial machinery), moved forward with the construction of Qujing's first tourist development project, called Jiangjun Zhen (see Map 1). This project is centred around the local culture, cuan, and is multifunctional. Feilong started off with the construction of an area of 48 villas and the tourist zone itself, which is made up of commercial and leisure stores (boutiques, restaurants, karaoke bar) inside a reconstructed palace in which the first imperial general to settle in Qujing is supposed to have lived 700 years ago. The company continued the development by building an area for hotels and leisure (tea houses and high-end restaurants). Financing the site preparation of this farmland (363,000m 2 ), partly occupied by a village, and the relocation of its inhabitants to a new neighbourhood, were part of the overall costs of the project that was financed by Feilong. Meanwhile, another development project for tourists got off the ground, and is still underway, on 100 hectares of neighbouring land bought by a property developer from Hong Kong. These two big tourist development projects are seen as leverage for the tourism-based development of the eastern urban zone, a prioritised sector within the province's five-year plan (2011) (2012) (2013) (2014) (2015) .
The division of the local property market and favourable conditions for the local property development industry
The first development projects in each of the new zones triggered other development projects. The process of urban development was brought about firstly by the residential sector. New neighbourhoods were built on farmland in the new urban zones around the city. The buildings, which are between six and ten storeys high, or more than 30 storeys high, in areas of relatively high density (small public spaces, not much greenery), were built for the emerging middle class. (47) Six companies became the go-to urban development companies and divided the market between themselves by geographical area (see Table 1 ; Map 1). The two state-owned property companies, Dongsheng and Qilin, the two property branches of corporate groups Feilong and Xiongye, and the two private property companies, Ansha and Shengshi Jinhua, were the principal beneficiaries of the local property development market and were able to reinforce their positions thanks to orders from the state. These companies built new residential zones principally for the employees of state-owned industrial businesses, schools, and hospitals, as well as various local government offices. (48) More generally, during the second half of the 2000s, the net rate of profit for businesses was on average more than 30%, and the property industry enjoyed favourable conditions. Firstly, some companies that had favourable relationships with the local administration (in particular with the land bureau: tudi ju 土地局) were able to defer, after the completion of projects, the payments for the land, which is the principal cost for developers in China (30%-50% of project costs). However, according to the Property Law of 2002, which was reinforced in 2010, half the total cost of the land must be paid back within the month, and the full amount within the year. Secondly, the whole of the property sector benefited from a "given" demand for property, which was rapidly motivated by the urban household financial investment rationale because of the increase in property prices (see Table 2 ). The majority of middle class households in Qujing do indeed own one or more apartments aside from their place of residence (we will touch on this again at the end of the article).
Using large property projects to stimulate urban development
Since the enormous increase in urban surface area and construction of new residential neighbourhoods, the urban model has become multicentral. The strategy for property development-inspired growth relied, at a secondary stage, on the establishment of big property development projects that are considered leverage for increasing land and property values.
Firstly, in order to increase the value of peripheral residential land, the Qujing government relied, from the start, on external developers to build highend neighbourhoods. Private companies Guanfang and Yangguang were the forerunners when they built the first two villa areas in Qujing on farmland that at the time was on the southwest outskirts of the urban perimeter, and partly occupied by villages. The target clientele belong to a higher socioprofessional category than anyone living in the prefecture of Qujing (6.2 million people over 28,904 km 2 ) or in other cities in Yunnan, notably Kunming, and the neighbouring provinces of Sichuan and Guizhou. (49) The development of these two areas started in 2005 and continued until 2012, after the overall area for development was expanded. They inspired three local developers: Dongsheng built a neighbourhood of villas in the urban zone to the north; Shengshi did the same in the western area, and Minda in the southern area. Minda, which built a luxury environment on land bought in 2009 and originally located relatively far from the city centre (3km), benefited from its complementarity with other luxury environments that were being built by two national-level developers, Evergrande (Hengda 恒大) and Country Garden (Biguiyuan 碧桂园). (50) Minda was able to ensure higher N o . 2 0 1 7 / 1 • c h i n a p e r s p e c t i v e s 63 47 . The urban middle class refers to the socio-professional groups whose net annual disposable income at least matches the local average, i.e., 25,810 yuan (2013). By extension, these are the socio-professional groups who are financially secure enough to have access to banking credit: employees on a salary or independent professionals.
48. Most of those employed by the state received an official apartment that was either free or had negligible rent, close to the city centre.
49. Buyers were made up of directors, managers, and supervisors from big industrial companies, often state-owned in the tobacco, chemical, food processing, commercial vehicle, electrical energy, and coal industries. Financially successful independent businessmen/women as well as high-ranking civil servants were also buyers.
Evergrande and Country
Garden's economic model is to develop high-end residential areas on the outskirts of second and fourth-tier cities, where land prices are lower.
c h i n a p e r s p e c t i v e s • N o . 2 0 1 7 / 1 S p e ci a l feat ure ) because they were set within a better environmental framework, including facilities for residents (schools, sports centre) when compared with Evergrande's villas, the price of which was already double the average local house price (8-10,000 RMB/m 2 ). Following the rapid sale of its 150 villas at the end of 2010, Minda built two new villa neighbourhoods on land that had increased to 500 hectares by the end of the project. This extension was relatively risk-free, because the orders were already guaranteed, with three quarters of the 300 villas paid for in advance (between 16,000 and 20,000RMB/m 2 ). Minda's success confirmed the region's potential, and Country Garden quickly built the first phase of its residential construction project. Ninety percent of the 120 villas and 330 apartments had been sold by summer 2014 on land bought in the summer of 2013.
At the same time, with the aim of structuring the new urban zones around their central areas, the City of Qujing began several construction project models, which can be seen as "templates" (zhao shang ying zi 招商引资) for economic growth by triggering other real estate projects. These took the form of multifunctional urban centres; shopping complexes were built around tower blocks containing offices, hotels, and apartments. As mentioned earlier, the urban centres created by local developers such as Qilin (a local state-owned company) and Feilong (the property development branch of a corporate group of the same name) for the southern and eastern zones, as well as the urban centres created by private external developers such as Xianzhong Cheng (Wenzhou) and Wanda (Beijing) for the northern and western zones, introduced commercial and leisure services that had previously been lacking (see Map 1). The central urban space was also affected by a desire to modernise the City of Qujing by providing consumer zones for a market of one million inhabitants. Two symbolic urban projects have been developed by two local private companies. Xiongye's project has been developed within a compact space of 2.6 hectares and Ansha's project covers 8.6 hectares, the size of a whole neighbourhood. They both combine the highest tower blocks in the city (218m and 180m respectively) with offices, hotels, and apartments, and provide the city centre with the largest commercial and leisure complexes (>100,000m 2 ).
Large urban projects and construction of communal buildings
Large construction projects have huge effects on the whole chain of the local development industry (construction, fixtures and fittings, advisory, etc.). This is particularly true of multifunctional development projects. From an economic and fiscal point of view, they create jobs within the commercial sector and increase the city's share of fiscal revenue (tax on businesses and corporate revenue tax). For these priority construction projects, support from the City of Qujing, using land as leverage, must be pointed out. As far as state projects of local importance are concerned (this is the case for Qilin and Xianzhong Cheng and their Qilin Jiacheng and Wenzhou Guoji construction projects) and those of province-wide importance (this is the case for Feilong and its Jiangjun Zhen project), land was made either freely available or very inexpensive. In the case of private construction projects (Ansha, Xiongye, and Wanda), the price of the land was negotiated between each developer and the City of Qujing, meaning that sales were made without going through the official auctioning procedure, even though the 2002 law concerning the sale of land prohibits this. (51) In addition to this, certain construction projects were based on conditions negotiated on the basis of "compensatory" public-private partnerships for the construction of certain communal buildings, notably schools. (52) These partnerships, which are frequently used tools in China, (53) are based on compensation in kind, principally land ownership as an equivalent exchange (deng jia jiao huan 等价交 换), or on exploitation rights (jing ying quan 经营权). The first type of mechanism was used with Ansha. As part of an agreement with the City of Qujing, (54) property development company Ansha financed the work on a new school of agriculture in the northern urban zone. As compensation, the City of Qujing promised a lower price for land located in the city centre that Ansha wanted for its ongoing multifunctional urban development project. The second type of mechanism was used during Minda's first luxury villa development project. This project went ahead based on the condition that Minda also built and operated the first golf course and the first tennis complex in Qujing.
Urban development and the vital supply of capital
The financial system, that is to say mainly the state-owned banks and to a lesser extent local financial establishments, played an essential role in supplying the property development industry with capital, therefore bringing about urban growth based on property development. Throughout the 2000s, the property industry benefited from a favourable financial situation. Property production was based on a finance model that relied on advanced payments from future property owners and required a minimum of the company's own funds. At the same time, property development created a large investment opportunity for banks and local financial establishments.
At a financial level, and in accordance with the presale system that is accepted throughout the country, local businesses were able to source the necessary funds for the construction of residential buildings as soon as they acquired the land. It was only from the beginning of 2010 that amended legislation required that houses could only be sold after two-thirds of the construction process had been completed. (55) Mortgage loans to households were a major result of the increase in demand for property and represented a substantial share of bank loans from the second half of the 2000s. (56) Mortgage loans supplemented the buyers' "traditional" method of paying in cash using money from personal savings, family loans, or a third party. (57) 51. According to the Land Law, the sale price of land-use rights is determined by marketisation mechanisms based on a bidding process. 52. Building schools at the developer's cost is becoming more and more the economic model for some developers, indicated by the presence of private kindergartens for local residents. But the attraction of a development project can be reinforced by the presence of more than just a little school. As part of the second phase of its villa project, Country Garden is very proud to have completely financed the construction of a renowned public school in Yunnan (132 classes going from nursery school right up to Year 13, or sixth form), Yun shi da fu zhong, which is affiliated with Yunnan Normal University and which will be located on a neighbouring plot. Access to this school is a powerful sales tool for the Country Garden development project. The first mortgage loans were accessed in Qujing in 2002. (58) They were generally obtained from the same banks that were offering developers property construction loans. The size of initial transfers is lower during periods of monetary policy that favour property investment. The rate has been at 20% since the beginning of 2016, where previously it was at 30%. By and large, mortgage loans were broadly granted in China because the risk assessment system was based in part on the converging interests of the banks, property development companies, and urban governments. (59) In Qujing, the conditions are that you have a local residence permit (hukou 户口) and proof of financial security, such as stable employment or personal assets (house, car). Property investments were also promoted by the lax application of legislation, which allowed developers to keep their funds to a minimum when buying land-use rights for their construction projects. According to 2003 banking legislation, loans for property construction can only be granted in China following the release of certificates supporting land-use rights, planning, and construction. (60) As a result, land purchase is financed using funds from the property development company itself. However, putting this legislation into action took time, and the restrictions in terms of bank loans for land acquisition were reinforced in 2008. (61) In Qujing, alongside deferring payments for land concessions (see above), using other land as collateral was also a well-known practice. The main local developers were at a particular advantage because they were the prioritised clients of the branches of three of the four big state-owned banks specialised in the construction and development of the country (Bank of China, Industrial and Commercial Bank of China, Chinese Construction Bank). For Dongsheng and Qilin, the two municipal construction businesses, which could obtain loans that represented up to 70% of the investment, the loan conditions established based on the guiding interest rate fixed by the Central Bank were particularly advantageous, as well as for large multifunctional urban construction projects that represented very large investments (>1 billion RMB: Map 1). On the basis of renewed agreements over local five-year plans (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) (2015) between the City of Qujing and big banks, the big urban development projects helped create diversification for bank investments. These construction projects did indeed contribute to the increase in bank investments in the commercial property sector, in accordance with the 2010 newly restrictive banking regulations for property development projects that were purely residential.
Real estate has created a source of investment for other qualified "shadow banking" financial circuits. (62) Firstly, it has attracted a lot of industry capital. Feilong and Xiongye, both branches of larger corporate groups, were able to finance their construction projects with money belonging to the group, a percentage of which was in the form of industrial bank loans. The financing could be done indirectly because the developers also forged partnerships with industry-related businesses. It is just as commonplace for these companies to borrow from banks and finance developers who don't have the necessary funds to buy land or receive loans (30% of their own funds). Property developers Ansha and Shengshi Jinhua had access to this type of indirect loan, which is often used in China. (63) They financed their first residential property development projects using external funds through partnerships with corporate businesses. Secondly, local property development businesses that don't have access to banking credit due to their small size, lack of support from the urban government, or lack of financial security can appeal to these various companies for microloans based on an elevated borrowing rate (>12%-15%). Some of these businesses can also guarantee loans to the developers via a 2-3% commission. The property developers Dongsheng and Ansha each have their own loan company and have also acted as banks or guarantors for other developers.
nomic model for local developers who until now have only specialised in the residential sector. They are financial products for the owners, in this case the developers and individuals who count on financial output from the rent paid by those using the commercial premises. Indeed, large commercial premises used by large commercial groups such as Wal-Mart or Carrefour (a French supermarket chain), which function as the economic driving force for urban projects, stay in the possession of the developers. Small parts of commercial premises are generally sold to households as a property investment. This model is commonplace in China; the owners of shop premises are not generally the ones who are actually using it. However, although Qilin's (Qilin Jiacheng) and Xianzhong Cheng's (Wenzhou Guoji) commercial development projects seem to be a success in terms of both exploitation and also sale of commercial property to private individuals, (68) there are three other projects that are in difficulty. In the town centre, construction work on the tallest tower has been suspended since the summer of 2015 (Xiongye Jindu Guoji), and negotiations with the main commercial operator, superstore Gingko (Kunming), which had been considered a sure thing, have not reached a conclusion. Also in the city centre, construction work on a second shopping centre (Wanhe Guoji) has also been delayed, even though operator contracts were signed in December 2015 with KFC and GOME (electronics). For the flagship tourist construction project in the western urban zone, Feilong has had difficulty finding operators for the commercial and leisure areas (boutiques, restaurants, karaoke) that form the palace, even though construction work was completed in 2014.
Conclusion
How has urban growth based on land in China been financed? By developing a theoretical framework, this article concentrates firstly on the interrelationship between land, urban infrastructure, development projects, and the financial system. Although the dominating field of geographical urban literature concentrates on land as the central financial tool at the heart of urban development thanks to revenue from the sale of land plots to property development companies, other researchers show the importance of investment in infrastructure through a debt-based monetary system. But even if land sales open up the property market, the accumulation of capital can only be understood if one takes into account what happens later on. The financial system plays a central role. From the very beginning, land debt enables the financing of "communal and public" needs, especially basic urban infrastructure. This is the condition for development projects that respond to more "private and individual" needs. The dynamics of urban growth rely therefore on a level of demand that in part also corresponds to an investment rationale and which assumes financing from the real estate industry.
Next, the case study sheds light on the way in which urban growth, via property development based on the continuous increase in land and property prices, was organised in the case of a medium-sized city in Yunnan. 68 . Property developer Qilin is the owner of 60% of the commercial surfaces and has sold 40% to investors (households and businesses); property developer Xian Zhong Cheng is the owner of 30% of the commercial surfaces and by the end of 2014 had sold half of the remaining 70% to investors.
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